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My, name is Frederick W. Ford, and I am here t-oday as

Chairman of.the Federal Communications.Commission.

On June 28, 1960, immediately. after the House of Repre-

sentatives approved S. 1898 as amendedby the House/Committee

on Interstate and Foreign Commerce, and as further amended on

the floor of the House, the Commission informed the Chairman

Of your Senate Interstate and F.oreign Commerce Committee in

pertinent part that: "In our view the provisions codi-ained in

this bill would be most helpful to the Commission in carrying

out the objectives of the Communications Act, and we urge that

the Senate make every effort to consider this legislation dur-

ing this Session of Congress."

The Commission wishes to thank you for scheduling this

hearing to consider this proposed legislation. The substance.

of several sections of this bill were included in the Commis-

sion's legislative proposals before the 86th Congress.

The Commission has also participated with representatives

of the industry, Fe~deral Communications Bar AssociationQ the

staff of the House Committee on Interstate and Foreign Commerce,

and the Hous,e, Legislative Counsel in revising and redrafting

many of ,the 'sections of So. 1898 prior to the bill's passage by

the Hou$se of Representatives.
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Unless the Committee has some objection, we will consider

the sections of the proposed Act ':in .numerical orderS

Section 1 merely provides''a'short title for the bill, to

which we have no objection.

Section 2 would repeal that.portion of section 4(b) of

the Communications Act which permits Commissioners to accept

reasonable honorariums or 'conmp:ensation 'for the prese'ntation 'o'r

delivery of 'papers. The Commissi'on supp'orts t-he enactment of

this section which' is 'one of 'the Commissions 'le.gislative pro-

posals before the:86th Congr'e'ss;' as S. 1735. It is a'l'o pro-

posed in Section 114-of H'R. 4800.' Th'e:Com'munications Act

amendments, 1952, relaxed the 'proh'ibition:'agai ns't' Commis'sioners

engaging in any other .bus:ine:'ss;-', vocatifo:n, profes'sgion', or.:e'mpl:oy.y

ment by providing that thi's prohibition should' 'not apply to the

pre'sentation or delivery 'of publi'ca:tions 'or papers:.for which a

reasonable honorarium or' opensation 'miay-be accepted (47 U.S.C.

154(b)).' Sect'ion' 2 wil:l in effect repeal' thi's special provision.

The remaining language of secti'on: 4(b) of the Commu'nicati'ons Act

will' 'make uniform amo'-ng'"t'he regulatory agencies a':similar pro-

hi'bition against''Commii'sgioners engaging in any other'busin.ess,

voc'ation, profession or- employment: The Commission accordfngly

recommends the repeal of:''tha:t porti'on "'f:section 4(b)' of the

Communications Act as proposed in Sec't'ion-'2.

'Section 3'would amend section'307 'of the .Communica'tions Act

to. make clear that the Commission ca'n' and, on appopriate' o-

casions,' should issue broadcast stati'o' 'li'cen'ses -for '-terms;

shorter than 3 years. The present 'section 307(d) of t:he Act"'

provides;



- 3-

"**** Upon the expiration of any license, upon
application therefor, a renewal of such license
may be granted from time to time for a term of
not to exceed-three years'in the case of broad-
casting licenses, and not to exceed five years
in the case of other licenses"***"

This language'has always;been,.construed as giving the.,.

Commission discretion to 'issue broadca.st,:.licenses for a term~

oef'less than 3 years and this' has, often, been.done, At the,

pre:sent time broadcast license:s are issued for a three year.

period and the rules so provide. We,.have proposed to modify.

these rules to make it clear that-the Commission may in appro-

pri'ate cases issue licenses for shorter terms and a noti,ce. of

proposed rule making to tha, end' is now outstanding.

Th;,substance of Sectio.n 4. of S. 1898 dealing with section

309 'of the Communicatio-ns: Act is. i.dentical :to' the substance of.

S. 1898 as passed by. the Selnate,. Au.gust.l19, 1959. You will

recall that when S. 1898 was. crn.s.dered iby. your Subcommitte:e,

there. was a substantial .ar.ea o'f: disagreeneqnt between representa--

tive's of the Commission and 'the Federal Communications Bar

Ass-ociation. At the, conclusion of .that ,hearing, Senator Past.ore

suggested that the Commission and -the.,FCBA should work out

language acceptable to all of us.o: Wte didso, submitted it t.o

t'his Subcommittee on July .22, -1959,.a.n:d on August 19, 1959,

the.Senate passed S. 1898,

At the time the Subcommittee on Communications and Power

of the House Committee on-Interstate .and Foreign Commerce con-

sidered'S. 1898, the Commissionts staff,was.requested to'assist



in a revision of S, 1898.; Members.of our staff and'representatives

of FCBA and the American Bar Association worked with the staff

of the Committee and the House Legislative'Counsel t6 revise

the bill; Great care was taken to preserve the substance'just

as it was pas'sed by.the Senate, That.proposal is now Section

4 of S. 1898 as, passed by the House.

When we transmitted the language. of.S. 1898 to your Coim-

mittee on July 22, 1959, the Commission set forth at some lengt'h

it-s reasons for supporting this'bill. Our pos.ition on this"'

point has not changed- and we .again urge the Senate. to make ever'y

effort to approve .this legislation. in this ses.si'on of Congres-s',.

Secti-on. 5 would amend section 311 of the Communicat'ions

Act- t'o..requi:re applicants fo.r most instruments of authorizatihon;

in the broadcasting. service to give notice of. the filing of

their. ap'plications, and, if any such..application is designated

for hearing, to give notice of su.ch hearing.' Each such notice,

would be given in the principal area which is' served or is 't'V be

served. by the.broa.dcast station, with r'espe'c't to'wiich sufch a'p- '

plication is filed, The Commission,would prescri'be b.y ru:le' the

form and content of such notices and the manner and 'frequency '

with which they are given.. The amendment would also authorize'

the Commission to hold hearings at a place in, or in'the .'Vi:cinity

of, the: principal- area to be served by the station involed' in

such hearing if..the Commission determines that the public interest,

convenience, or necessity would be served by conducting such

local hearing. The Commission supports these amendments.



.This section also deals with the problem of "pay-offs"

o° compromise of applications. This section would make. it

unlawful, without approval of the. Commission, in any case

where two or more.applications for a construction permit. for.

a broadcasting station are pending and only one application .

can be.granted,,for'the applicants to effectuate an agreement. .

whereby one or. more such applicants withdraws his..or their

application'or'.applications. The agreeing parties would. be

required to submit to the Commission full information with

respect to the agreement which would have to be set forth .in

such detail, form, and manner as the Commission shall by rule

require. .

The Commission may approve..such .agreement only if it.-

determines that it is consistent with the. public interest., con-

venience or necessity. -If the.. agreement does not contemplate.

a:merger, but contemplates the making..of any direct or in-

direct- payment to any party thereto in consideration of his

withdrawal of his application, the Commission may determine

the agreement to be consistent with the-public interest, con-

venience or necessity'only if the amount.or value of such pay-

ment, as determined by the Commission is not in excess of the

aggregate amount determined by the Commission. to have been or

to be:,legitimately 'and prudently expended in connection with

the p.rosecution of such application.

we believe that this proposal will do much to discourage

the filing of strike applicatiht." but will not preclude bona.

fide settlements.s among



mutually. exclusive applicants. for;'the' same- broadcast fac.ili:ties.

Section 6.of S. 1898, amen.ding section 312 'of the Commutni-'

cations.Act, "ADMINISTRATIVE .SANCTIONS", would authorize the

Commission.to suspend.station licenses-for a period not in.;

excess, of ten days on grounds similar to;:those on which the'

Commission is.now authorized:to revoke a license, This pro*-.

vision.would permit greater flexibility inthe Commission's.

enforcement program.and. is one of:several measures short of

revocation which.would enhance-the ability of the Commissiol.:tao-

deal with the.problems now,",facing it.., .

Section 6 would-also. authorize the Commission to revoke

or suspend a station li,cense ,for ..vi.olation o.f sections. 1304,

1343, or.l1464 of Title 18 of the Uni.ted..States Code.. :Section,.,

1304'of the .ri.minal C.ode, proh-ibits the broadcast of lottery.:

information; sect..ion 1343. prohibits fraud by radio; and section::.

1464 prohibits the utterance. of obscene, indecent, or profane.

language by radio.

We:have earlier- proposed legislation authorizing the Comrn..

mission to. suspend-station..licenpes and.construction permi.ts,: :.

for -a period.-not exceeding ninety. days,,,which, is introduced

as S.-3528.- The Commission has no objection to the.-le.sser.,

maximum period of suspension as provided. in section .6 :of this

proposal and would welcome legislat-ion,. to.authoriAe -the.;susut

pension of station licenses and- constructio.n..permit.s for such..

periods in appropriate situations.. .

Section 7, amending section. 503 of:the Communications Act,



would authorize- the' Commission to impose forfeitures'on licen.sees

or permittees of broadcast stations of not to exceed'$1',000 a

day for 'certain violation, Such forfeiture shall be. in ad-''

dition to'any other penalty provided by the Act. The forfeitures

may be remitted or mitigated. by the Commission upon application :

of the licensee.

The only sanctions presently available to the Commis'sion,

except'in certain cases involving common carrier matters'and''

licenses of ships radio stations, is revocation of, the station'

license, This sanction is drastic. The.revocation of a

license to operate a brbadca.st station can have a far'reach'i'ng

effect on the community it'serves 'as well as upon' the licensee/'"

of the station, .. .

·The current problems which have recently come to.'light i'n

broadcasting make it desirable that somq'-less drastic but etfe'c-

tively deterring sanctions should be available to 'the.Commis'sio'b.

The Commission is of the view that authority to impose': :a'

monetary forfeiture on broadcast licensees would provide it '

with an effective tool in dealing with violations in situations

where either revocation or.suspension does-not appear to be

appropriate. The Commission has already submitted proposed

legislation to the Congress, designed to provide it wit'h author-

ity to impose forfeitures, for violations in services other than

broadcasting, provided in 5. 1737 approved by the Senate

August 21, 1959, and H.Ro 6574; and S. 3528'which is desi4gned

to provide it with authority to'impose forfeitures for'certain
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* vi'olations by permittees- and licenseesi.of broadcast stations.,

This section would give .the. Commission authority.to impose

a forfeiture, payable' into the Treasury of the United;,Stateos,

upon:'any.licensee'-or permittee who..devi.ates from the require-.

ments of -the Communications Act or any. rule or-.regu.lation of .

thq..Commission. !The proposal permits the Commission to .vary-

the' severity' of'the forfeiturxe to suit the nature of the of-.

fense, except th'at thee .proposal does ,not permit a. fo-rfeiture..

to e'xc'ee-d $i,000 -for a particular o'ffense, ..,There .has been uqome

opposition to authority on the part. of. the .Commission. to impQse-

a forfeiture' without a hearing, ..Hovwever, -'the proposal ,affor:..s$..,

any person agai-ns't wh'om a--forfeiture is levied an opportuni.t;.yto

request the Commission for. the remission.or mitigation.of ;uch

forfeit:ure. If, after consideration:-of any applications for

arembission"or mitigationthe. forfeiture.. is not paid, it.would..

be recoverable by'civil suit in an appropriate United.Statesl

District' Court as provided in subsection 504(a) of the Communica-

tioans" Act. .

'Seotion'504(a) provides in per tinent part:

"The forfeitures provided for in'this Act

::shall'be'payable into th.e Tr.easury of the.United.

Stat'es, 'an'd. shall bpe.recoverable in a civil.,.sui.t

in the name of the United States brought in the

.di';.trict, where: th'e person or carrier has,, its

p'rincipal ope.rating office or in any district

through which- the.line or system of the carrier



runs .o.. Such forfeitures shall be in addition

to any other general or. specific penalties herein

providedo It shall be. the duty of the various

district attorneys, under the direction of the

Attorney General of the UnitedStates, to prosecute

for the recovery of forfeitures under this AC.c.o"

The licensee in such a civil suit would be entitl!ed to- demand

a trial by jury as provided in Federal Rules of Civil.Pro.cedure,

Rule 38, 28 U,.SQC.A. This procedure insures that the interests

of the licensee will be fully.protectedo

The Commission strongly approves the.proposal in section 7.

Section 8(a) rewrites section 317 of the Communications Act

of 1934 which requires announcements to be made with.respect to

certain matter which is broadcast,

Section 8(b.) amends Title V of the Act by adding, a new

section 508 at the end thereof. Such section 508 would require

the disclosure of certain payments made to persons other.than

station licensees for the broadcasting of matter, Such disclosure

is required in order that announcements may be made as provided

in section 8(a).

The proposed section 317(a)(1) down to the proviso is sub-

stantially the same as the present section 317. The proviso

reads: "Provided, That 'service or other valuable consideration'

shall not include any service or property furnished without

charge or at a nominal charge for use on, or.in connection with,

a broadcast unless it is so furnished in consideration for an
.~~ ~ ~ ~ ~ . . .. . . . ,



identification i'n a broadcast'of any person, product, service,

trade mark or' brand name beyond an. identification which is

reasonably r'la'ted to the use of'such service or 'property on

the broadca'st."

The' words "beyond an ident.ification which is.reasonably

related to the use of such ser,vice or property on the -broad-

cast" might raise the problem'.as .to the permissible degree of

identification without the-'necessity .of. an announcement,. How-

ever' the'House Interstate an'd F-oreign Commerce Committee Eeport

incorporated pertinent portions of commentary and specific.

guide lines which are of. consi,derable'. assistance in. dete'rmining

the meaning of this language. This would enable the Commission

to'be in a-position to place a reasonable interpretation upon

this general language,

,Subsection (a).(2) of proposed section 317 wobuld permit the

Commission to continue in existence its rule regarding political

programs or controversial issues,

Subsection (b). of the. proposed section 317 rel'ates

to the companion disclosure statute and would require an announcer

ment of sponsorship. where consideration within the disclosure

statute wa's received -by persons'-other than the licensee of the

station.

Section .(-c.) of the prpose6 section :317 would require :a...

station .licensee ·to exercise reasonable diligence to obtain

from its employe:es. and .other information to enablethe licensee

to m-ake appropriate announcement :of sponsorship0 The term

_w 10 O



- 11 -

'reasbnable diligence!' is appropriate in.-the circumstances,

since it would require the licensee to take appropriate steps

to secure such information, but it would not place a licensee

in the position of being an insurer, nor does this condition

permit a licensee to escape responsibility for. sponsorship.

announcements by. inactivity on his part. We believe that the

term "reasonable diligence" has a sufficiently accepted legal

meaning so as to permit the Commission to apply this standard

in given factual situations.

Subsection (d) of the proposed section 317 provides that

the Commission may waive the requirements of an announcement

where the public interest, convenience, or necessity does not

require an announcement.

Section (e) of the proposed section 317 grants the Commis-

sion power to prescribe appropriate rules and regulations with

reference to this section.

Section 8(b) would amend Title V of the Communications Act of

1934 to require the Jisclosarte ttO the broadcast st a'tion licensee

of payments made to persons other than the licensee of such

station for the broadcasting of any matter by such stations.

A person who violates this proposed section would be subject

to criminal penalties,

The Commission fully supports the proposals set forth in
:.~ - , . ... ..... . . i

Section 8 of S. 1898 as passed by the House of Representatives,

However, for the sake of' clarity the final sentence of section

(d) of' the disclosure statute providing that an appropriate



announcement- shall constitu~te. tte .disclosure, required, should.

appear as a separate subqect ion.:of the proposed sta~tute.

Any broadcast station .. licensoee who fails .tocomply with

the provisions of.Section 31.7. of, the, .Act:.-as now written is.

subject. to the penalties..set,,for.th in Section 501. of the Com-

munications. Act.,;; However; these.se.cti.,ons apply. only to the

licensee of .the station;and aff.ord no ,control over employees or

other persons who may.re.Oeive...pa.yment; for broadcasting material

without the announcement required by section. 317Q,. Mloreover,

these two sections of the; Comm.uni.cations Act ·have. no applica-

tion whatsoever to thos.e.who-ma.ke ,the paymentor promises to

pay in exchange for the cjlandestine advertising· of their pro-

ductso It is the view of the Commission that a criminal statute

such -as section· 8,":.prov.id.ing. for. a'. fine..or .mprisonment, or both,

would..be a substantial ;and .effefct.i.ve deterrent to this unde-

sirable practice,

A.nao.t.h;er. problem that ha.s :faced the Commission, as well as

tbi "Committete,,is .that o.f.deceptive contests or fixed qui:..,

sho.ws '..Section 9 of. 5 .18.98 woul.d add a new, section 509 of

Title V of. the..Communications Act which woul4d prohibit certain

practices in case of contes.t~s of intellectual knowledge, or

intellectual skill.

The Commission is in full accord. wi,th -the general objec-

tives of section 509. The Commission has prepared and sent to

the Bureau of the Budge't proposed legislation that would provide

criminal sanctions for deceptive broadcast practices with ref-

erence to tests or contests of intellectual skill or knowledge.
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While the Commission has regulatory authority with respect

to interstate and foreign radio broadcasting, the jurisdiction

of the Commission over deceptive broadcast practices does not

extend beyond its broadcast licensees and the Commission cannot'

reach networks directly or advertisers, producers, sponsors, and

others who in one capacity or another are associated with the

presentation of a radio or television program which may deceive

the listening or viewing public. The Commission has issued a

Notice of Proposed Rule Making (Docket 13390) to amend its rules

to curb deceptive practices in quiz programs and other contests

of intellectual skill or knowledge by imposing certain require-

ments on its broadcast licensees with reference to such programs.

The Commission feels that the proposed criminal statute

will help to assure that every contest of intellectual skill or

knowledge that is broadcast will be, in fact, a bona fide contest.

The existing statutory authority of the Commission in this area

is ineffective in reaching beyond the broadcast licensee, who

in many instances may be hundreds or even thousands of miles

away from the origination of the program and may have no know-

ledge of the deceptive nature of the program or the means to

acquire it. Thus, the Commission believes it desirable that the

Congress enact section 9 as a criminal statute which would

penalize those persons responsible in any way for the broadcast

of a deceptive program of the type provided. The Commission is

of the opinion that a criminal statute providing punishment by

a fine or imprisonment, or both, would be a substantial and

effective deterrent to future activities of this type.

This language of section 9 should be helpful to the Commis-
sion.



FOR IMMEIDIATE RELEASE
July 5, 1960 60-79

FROM THE SENATE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE

Senator John 0. Pastore (D-R.I.), Chairman of the Subcommittee

on Communications of the Senate Committee on Interstate and Foreign

Commerce announced today that hearings would be held on S. 1898, the

so-called payola legislation, starting August 10, 1960, at 10 a.m.,

in room 5110, new Senate Office Building.

The legislation as it passed the House involves the following

general categories:

1. to provide a pre-grant procedure in case of certain
applications;

2. to impose limitations on payoffs between applicants;

3. to grant authority to suspend station licenses;

4. to require disclosure of payments made for the broad-
casting of certain matter;

5. to grant authority to impose forfeitures in the broad-
cast service; and

6. to prohibit deceptive practices in contests of
intellectual knowledge, skill, or chance.

The hearings will be on the amendments that were adopted by

the House Committee with particular emphasis given to the so-called

suspension and forfeiture provisions as adopted by the Committee

and amended on the House Floor.


